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SUMMARY   OF    RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include 
a  listing  of  all  recommendations  together  with  a  notation  as  to 
whether  the  agency  concurs  or  does  not  concur  with  each  recom- 
mendation. This  listing  serves  as  a  means  of  summarizing  the 
recommendations  contained  in  the  report  and  the  audited  agency's 
reply  thereto  and  also  as  a  ready  reference  to  the  supporting 
comments.  The  full  replies  of  the  Missoula  Vocational-Technical 
Center  and  the  Office  of  Public  Instruction  (OPI)  are  included  in  the 
back  of  this   report. 
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1  The  Office  of  Public   Instruction   revert  all 
overcollected  millage  to  the  state  General 
Fund   in  accordance  with   House  Bill   94, 
laws  of  1981. 

Agency   Reply:      This   is  the  responsibility  of  OPI. 

See  page  38. 
OPI    Reply:      Concur.      See  page  44. 

2  Comply  with  the  federal   minimum  wage  law 
and   pay  all   workstudy  students  the  minimum 
wage  applicable  at  the  time. 

Agency   Reply:      Concur.      See  page  38. 
OPI    Reply:      Concur.      See   page  44. 

3  Pay  employees   in  compliance  with   section 
39-3-204,    MCA. 

Agency   Reply:      Concur.      See  page  38. 
OPI    Reply:      Concur.      See  page  44. 

4  Comply  with  the  vacation  and   sick   leave 
accrual   provisions  of  state  law. 

Agency   Reply:      Concur.      See  page  39. 
CM    Reply:      Concur.      See  page  44. 

5  Comply  with  the  legislature's   intent  that 
vocational-technical   centers   be  on   central 
payroll  or  seek   legislative  authorization 
to  maintain   their  own   payroll   system. 

Agency   Reply:      Partially  concur.      Will   ask  OPI   to 

seek  legislation.      See  page  39. 
OPI    Reply:      Concur.      Will   seek   legislation  to  retain 

district  payroll   systems.      See  page  44. 
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6  Implement  procedures  to  establish  an  ade- 
quate segregation  of  payroll   duties.  9 

Agency   Reply:      Concur.      See  page  39. 
OPI    Reply:      Concur.      See  page  45. 

7  Document  approval  of  initial   salaries  and 

raises  for  all   center  employees.  10 

Agency   Reply:      Concur.      See  page  40. 
OPI    Reply:      Concur.      See  page  45. 
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8  Supervisory  and   payroll   personnel   perform 
an  adequate  review  of  time  sheets  and  daily 
pay  rates. 

Agency   Reply:      Concur.      See  page  40. 
OPI    Reply:      Concur.      See  page  45. 

9  Periodically  compare  the  W-4  forms  with  the 

payroll   to  determine  the  system's  accuracy.  11 

Agency   Reply:      Concur.      See  page  40. 
OPI    Reply:      Concur.      See  page  45. 

10  The  center  and  OPI   work  with  the  Depart- 
ment of  Administration  to  adopt  the  state 
property  accountability  and  management  sys- 
tem for  accounting  for  the  center's  fixed 

assets.  13 

Agency   Reply:      Concur.      See  page  40. 
OPI    Reply:      Concur.      See  page  45. 

11  The  center,    in  cooperation   with  the  Office  of 
Public   Instruction,   ensure  that  their  fund 
structure  is   in  accordance  with  generally 

accepted  accounting   principles.  14 


Agency   Reply:      Concur.      See  page 
OPI    Reply:      Concur.      See  page  45. 
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12A  The  center,  in  cooperation  with  the  Office 
of  Public  Instruction,  develop  expenditure 
programs  in  compliance  with  generally  ac- 
cepted  accounting   principles.  15 

Agency   Reply:      Concur.      See  page  41. 
OPI    Reply:      Concur.      See  page  45. 
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12B  The  Office  of  Public  Instruction  seek  legis- 
lation to  update  or  repeal  section  20-7-323, 
MCA.  15 

Agency   Reply:      Concur.      See  page  41. 
OPI    Reply:      Concur.      See  page  45. 

13  Change  the  SBAS  fund  classification  for 

the  accounting  entities   noted.  16 

Agency   Reply:      Concur.      See  page  41. 
OPI    Reply:      Concur.      See  page  45. 

14  The  center,   with   approval   of  the  Office  of 
Public   Instruction,   be  designated  the  admin- 
istering agency  for  the  center's  accounting 

entities.  17 

Agency   Reply:      Concur.      See  page  41. 
OPI    Reply:      Will   study.      See  page  45. 

15  The  center  work  with  the  Department  of 
Administration   to  eliminate  cash   restatement 
receivables  and   payables  within  the  same 

fund.  18 

Agency  Reply:  Concur.  See  page  42. 
OPI  Reply:   Concur.  See  page  46. 
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16  Periodically   review  computer  service  billing 
rates. 

Agency   Reply:      Concur.      See  page  42. 
OPI    Reply:      Concur.      See  page  46. 

17  Compute  student  contact  hours  in   accor- 
dance with   OPI    requirements.  19 

Agency    Reply:      Do  not  concur.      See   page  42. 
OPI    Reply:      Concur.      See  page  46. 

18  Monitor  drop/adds  after  initial   registration 

and  adjust  fees  accordingly.  20 

Agency   Reply:      Concur.      See  page  42. 
OPI    Reply:      Concur.      See  page  46. 
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19       Comply  with   section  20-9-204(3),    MCA,   or 
seek  legislation  to  exempt  bookstore  and 
snackbar  operations  from  the  bidding   re- 
quirements. 21 

Agency   Reply:      Do  not  concur.      See  page  43. 
OPI    Reply:      Concur.      Will   seek   legislation. 
See  page  46. 

20A     Require  all   receiving  documents  be  signed 
and  dated   by  the  center  employee   receiving 
the  goods.  22 

Agency   Reply:      Concur.      See  page  43. 
OPI    Reply:      Concur.      See  page  46. 

20B     Reconcile  subsidiary  detail   ledger  to  SBAS 
control   account  to  ensure  proper   recording 
of  receivables.  22 

Agency   Reply:      Concur.      See  page  43. 
OPI    Reply:      Concur.      See  page  46. 

20C    Age  accounts   receivable.  22 

Agency   Reply:      Concur.      See  page  43. 
OPI    Reply:      Concur.      See  page  46. 
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INTRODUCTION 

We     performed     a     financial     compliance    audit    of    the    Missoula 
Vocational-Technical    Center.      The   objectives   of   the   audit  were  to: 


1.  Determine  if  the  center's  financial  statements  present 
fairly  its  financial  position  and  results  of  operations  for 
the  fiscal   year  ended  June  30,    1981; 

2.  Determine  if  the  center  complied  with  applicable  laws  and 
regulations;    and 

3.  Make  recommendations  for  improvement  in  the  management 
and   internal   controls  of  the  center. 


A     report    on    the    center's    financial    aid    programs    for    fiscal    years 
1979-80  and   1980-81   will   be  issued   under  a  separate  cover. 

Section  5-13-307,  MCA,  requires  that  our  office  estimate  the 
costs  associated  with  the  implementation  of  our  audit  recommenda- 
tions. We  reviewed  each  recommendation  and  noted  in  the  report, 
those  areas  where  implementation  will  result  in  significant  additional 
costs  to  the  center. 

Beginning  July  1,    1980,    all   vocational-technical   centers  adopted 
the   Statewide    Budgeting  and  Accounting   System   (SBAS)  to  provide 
financial    accountability    and    comparability    between    centers   for   the 
legislature     and    management.       We    commend    the    Missoula    center's 
staff   for   the   progress  they  have  made  with  the  accounting   system. 

The  director  and  staff  of  the  center  have  indicated  to  us  that 
they  have  already  complied  with  some  of  the  recommendations  in 
the  report  and  that  corrective  action  has  been  initiated  on  other 
recommendations . 

We  thank  the  center's  director  and  his  staff  and  the  super- 
intendent of  schools  and  his  staff  for  their  cooperation  and  assis- 
tance during  the  audit. 
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BACKGROUND 

In  1969  the  State  Board  of  Public  Education,  through  authori- 
zation by  the  State  Legislature,  created  five  postsecondary  voca- 
tional-technical centers  located  in  Helena,  Billings,  Butte,  Great 
Falls,  and  Missoula.  However,  postsecondary  occupational  programs 
were  being  offered  in  Missoula  County  as  early  as  1960.  The 
licensed  practical  nursing  program  was  the  first  full-time  program 
offered.  History  of  the  center  shows  that  in  1966  the  Missoula 
County  High  School  District  was  designated  as  an  area  vocational 
school  in  the  Vocational  Education  Act  of  1963.  In  1967,  the  Board 
of  Trustees  of  Missoula  County  High  School  officially  established 
the  Missoula  Technical   Center. 

In  April  1967,  a  special  countywide  10  mill  levy  for  vocational 
building  facilities  was  passed.  This  levy,  along  with  state  and 
federal  50/50  matching  funds,  was  used  to  build  a  new  building 
and  renovate  and  enlarge  the  original  vo-tech  annex.  These 
facilities  were  opened  in  July  1969.  In  1971  a  grant  was  obtained 
for  the  construction  of  a  Trade  and  Industrial  Complex  at  Fort 
Missoula.  Another  grant  obtained  in  1975  expanded  the  complex  at 
Fort  Missoula  to  twice  the  size  of  the  original  complex.  Federal 
fends,  by  way  of  a  grant,  enabled  another  building  to  be  con- 
structed on  the  west  side  of  the  administrative  and  classroom 
building  next  to  the  Missoula  County  fairgrounds.  This  completed 
the  now  existing  Missoula   Vo-Tech   Complex. 

Besides  the  licensed   practical   nurse  program  originally  offered, 
the    center    now    offers    13    other    programs.       The    following    table 
illustrates   the  number  of  students  enrolled   in  the  various   programs 
during  fall   quarter  1980. 
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PROGRAM  ENROLLMENT 

Fall  Quarter  1980 

Occupation/Program  Enrollment 

Accounting/Bookkeeping  1" 

Business  Data  Processing  °0 

Combination  Welding  20 

Electromechanical  Technology  ^3 

Food  Service  22 

Forestry  Technology  52 

Heavy  Equipment  Maintenance  ^0 

Heavy  Equipment  Operation  19 

Mid-management  °3 

Practical  Nursing  " 

Respiratory  Therapy  Technology  14 

Secretarial  1^5 

Small  Engine  Repair  21 

Surgical  Technology  1? 
Total 


685 


Table    1 
Source:      Compiled  by  the  Office   of   the  Legislative  Auditor 

As  of  September  1980  the  center  had  101  full-time  and  part- 
time  employees.  Sixty-two  of  the  101  employees  were  supported  by 
the  primary  operations  appropriation.  The  other  employees  are  for 
other  operations  such  as  Adult  Basic  Education,  CETA,  WIN,  and 
Adult  Education.  The  student/faculty  ratio  for  the  center  was  18 
to  1,  based  on  fall  quarter  1980  enrollment  figures. 
GENERAL    FUND    REVERSIONS 

House  Bill  94,  enacted  by  the  1981  Legislature,  gave  the 
centers,  through  the  Office  of  Public  Instruction  (OPI),  a  lump 
sum  supplemental  appropriation  of  $235,645  for  fiscal  year  1980-81 
expenditures.  The  bill  stipulates  that  "millage  received  by  the 
centers  from  the  V-2  mill   levy  over  $703,274  will   revert  a   like 


amount  of  general  fund."  The  center  distribution  of  the  estimated 
millage  of  $703,274,  illustrated  on  Table  2,  was  determined  by  OPI 
personnel.      Actual   millage  collections  totalled  $715,751. 


ESTIMATED  AND  ACTUAL  COLLECTIONS   PER  HB  94 


Estimated 

Actual 

Over 

Millage  Per 
House  Bill  94 

Millage 

(Under) 

Collections 

Collected 

Billings 

$257,738 

$265,362 

$  7,624 

Butte 

72,900 

79,543 

6,643 

Helena 

78,523 

81,813 

3,290 

Missoula 

169,454 

173,991 

4,537 

Total  Overco 

llected 

22,094 

Great  Falls 

124,659 

115,042 

(9,617) 

Total 

$703,274 

$715,751 

$12,477 

Estimated  by   the  Office   of  Public   Instruction 

Table   2 
Source:      Compiled  by  the  Office   of  the   Legislative  Auditor 

The  Office  of  Public  Instruction  (OPI)  should  revert  $12,477 
to  the  state  General  Fund  for  fiscal  year-end  1980-81  millage  over- 
collections.  As  of  November  1981,  the  reversion  had  not  been 
completed. 

If  the  Billings,  Butte,  Helena,  and  Missoula  centers  each 
revert  a  share  of  the  $12,477,  OPI  will  still  report  a  $9,617  net 
overcollection  between  these  four  centers  based  on  their  original 
estimates  of  collections  per  center.  The  OPI  has  not  decided 
whether  to  let  the  four  centers  that  overcollected  their  millage 
keep  the  $9,617  or  if  it  should  be  transferred  to  the  Great  Falls 
center's  deficit. 


House  Bill  483,  enacted  by  the  1979  Legislature,  states  "The 
superintendent  of  public  instruction  may  transfer  funds  .  .  . 
between  vocational  education  centers."  Therefore,  OPI  would  have 
the  authority  to  transfer  the  $9,617  to  the  Great  Falls  center 
because  this  authority   is  not  modified   by   House   Bill   94. 

RECOMMENDATION   #1 

WE  RECOMMEND  THE  OFFICE  OF  PUBLIC  INSTRUCTION 
REVERT  ALL  OVERCOLLECTED  MILLAGE  TO  THE  STATE 
GENERAL  FUND  IN  ACCORDANCE  WITH  HOUSE  BILL  94, 
LAWS  OF   1981. 

PAYROLL 

The    center    employed    101    people   and    expended    approximately 
$1,869,815   on   personal   services   in  fiscal   year  1980-81.      During  our 
review  of  the  center  payroll  we  noted  several  areas  of  noncompliance 
with    state  or   federal    law   and    internal    control    weaknesses.      These 
areas  are  discussed   below. 
Minimum  Wage 

The  Federal  Minimum  Wage  Law  raised  the  minimum  wage  from 
$3.20  per  hour  to  $3.35  per  hour  effective  January  1,  1981.  In 
our  workstudy  payroll  sample  of  15  students  we  found  2  students 
who  did  not  receive  the  increased  minimum  wage.  Wages  for  these 
students  were  subsequently  corrected. 


RECOMMENDATION   #2 

WE  RECOMMEND  THE  CENTER  COMPLY  WITH  THE  FEDERAL 
MINIMUM  WAGE  LAW  AND  PAY  ALL  WORKSTUDY  STUDENTS 
THE   MINIMUM   WAGE   APPLICABLE   AT   THE   TIME. 

Late  Payment  of  Wages 

College  Work  Study  employees  are  paid  on  the  20th  of  the 
month  following  the  end  of  the  pay  period.  The  pay  period  ends 
on  the  30th  of  the  month.  Section  39-3-204,  MCA,  states  ".  .  .no 
person  for  whom  labor  has  been  performed  may  withhold  .  .  . 
wages  .  .  .  for  a  period  longer  than  10  business  days  after  the 
same  are  due  and   payable." 

RECOMMENDATION   #3 

WE  RECOMMEND  THE  CENTER  PAY  EMPLOYEES  IN  COMPLI- 
ANCE  WITH    SECTION    39-3-204,    MCA. 

Vacation   and   Sick   Leave 

The  center  is  not  in  compliance  with  state  law  for  the  accrual 
and  crediting  of  employee  vacation  or  sick  leave.  Section  2-18-611, 
M«wA,  states  "vacation  leave  credits  earned  shall  be  credited  at  the 
end  of  each  pay  period."  Section  2-18-618,  MCA,  states  "sick 
leave  credits  shall  be  credited  at  the  end  of  each  pay  period." 
The  center  credits  classified  employees  vacation  and  sick 
leave  balances  at  the  beginning  of  the  month,  before  the  leave  is 
earned.  Five  employees  took  vacation  or  sick  leave  before  they 
had  earned  it.  In  two  instances,  employee  leave  balances  were  not 
reduced   for  leave  taken. 
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The  center  has  no  standard  policy  for  crediting  a  person's 
vacation  or  sick  leave  if  they  start  or  terminate  during  the  middle 
of  a  pay  period.  The  payroll  bookkeeper  determines  how  much 
leave  accrual  to  credit  the  person.  This  determination  was  not 
consistent  for  all  employees.  State  law  provides  instruction  on  the 
computation  of  leave  balances.  Section  2-18-617,  MCA,  requires 
that  employees  forfeit  excess  vacation  time  on  a  calendar  year 
basis.  The  employee  is  granted  a  90-day  grace  period  to  use  his 
excess  vacation  time  prior  to  being  forfeited.  The  center  employees 
forfeit  excess  vacation  time  on  a  fiscal  year  basis  and  are  not 
granted  a  90-day  grace  period. 

RECOMMENDATION   #4 

WE    RECOMMEND    THE    CENTER    COMPLY   WITH    THE   VACATION 

AND     SICK     LEAVE     ACCRUAL     PROVISIONS    OF    STATE     LAW. 

Central   Payroll 

House    Bill   483,     approved    by    the    46th    Legislature,     required 
that  "...    personal   service  expenditures  shall   be  processed  through 
central     payroll     system    established    pursuant    to    2-18-401"    (MCA). 

Because  the  center  has  certain  unique  payroll  processing 
requirements,  it  did  not  adopt  the  central  payroll  system.  Section 
2-18-401,  MCA,  allows  the  State  Auditor  to  make  exceptions  from 
the  use  of  the  state  central  payroll  system  for  such  periods  as  he 
determines  necessary.  State  Auditor's  Office  personnel  stated  that 
all    vo-tech    centers    had    been    exempted    from   using    central    payroll 


although  they  could  not  provide  us  with  written  documentation  of 
the  exemption.  The  vo-tech  SBAS  Procedures  Manual  prepared  by 
the  Department  of  Administration  states  that  all  center  employees 
will  continue  to  be  paid  through  the  school  districts  payroll  system. 
To  comply  with  legislative  intent  as  stated  in  House  Bill  483, 
the  center  should  adopt  the  state  central  payroll  system  or  seek 
legislative  authorization  to  maintain  their  own   payroll   system. 

RECOMMENDATION   #5 

WE  RECOMMEND  THE  CENTER  COMPLY  WITH  THE  LEGISLA- 
TURE'S INTENT  THAT  VOCATIONAL-TECHNICAL  CENTERS 
BE  ON  CENTRAL  PAYROLL  OR  SEEK  LEGISLATIVE  AUTHORI- 
ZATION   TO   MAINTAIN   THEIR   OWN    PAYROLL   SYSTEM. 

Payroll    Internal   Controls 

During     our     audit     we     noted     the     following     internal     control 
weaknesses   related  to  the  center's  payroll   process. 
--Segregation   of  Duties 

One  of  the  key  elements  of  any  system  of  internal  control  is 
the  segregation  of  duties  between  the  physical  custody  and  record- 
irj   functions   for  various  assets. 

One  employee  performs  all  aspects  of  the  payroll  function. 
We  noted  the  following  incompatible  duties  in  the  center's  payroll. 
One  employee:  1)  corrects  and  approves  the  preliminary  payroll 
listing  from  which  paychecks  are  generated  and  receives  all  other 
computer  generated  reports;  2)  receives  and  mathematically  verifies 
all    time    sheets;    3)    receives    the    printed    checks,    signs   them   with 


the  signature  machine  and  distributes  them;  4)  holds  any  undis- 
tributed payroll  checks  until  they  are  picked  up  or  mailed  to  the 
employee;  5)  changes  the  employee's  payroll  status  from  active  to 
inactive  upon  termination;  6)  distributes  W-2  forms  to  the  employees 
and  locates  new  addresses  for  undelivered  and  returned  W-2s;  7) 
controls  the  blank  check  stock  and  distributes  check  stock  to  the 
computer  center  as  needed;  and  8)  receives  blank  checks  from  the 
computer  center  to  pay  payroll  taxes,  retirement  contributions, 
and  credit  union  deductions,  and  completes  these  checks,  signs 
them  with  the  signature  machine,  and  mails  them.  No  other  center 
employee  reviews  the  payroll  process  or  performs  a  payroll  recon- 
ciliation from  one  pay  period  to  the  next. 

The  problems  noted  above  constitute  a  serious  internal  weak- 
ness in  the  center's  payroll  system.  The  center  should  implement 
procedures  to  segregate  these  incompatible  payroll   duties. 

RECOMMENDATION   #6 

WE     RECOMMEND    THE    CENTER     IMPLEMENT    PROCEDURES    TO 

ESTABLISH       AN      ADEQUATE      SEGREGATION      OF      PAYROLL 

DUTIES. 

--Pay  Support  Documentation 

Another  key  element  of  any  payroll  internal  control  system  is 
adequate  supporting  documentation  for  all  payroll  changes,  addi- 
tions,   and  deletions. 

No  written  approval  exists  to  support  initial  salaries  or  raises 
for  classified  employees.  For  example,  a  list  compiling  raises  and 
new   salaries   due   July  1    was    not   signed    by   the   assistant  director. 
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Given  the  current  payroll  functions  at  the  center,  it  would  be 
possible  to  make  adjustments  or  additions  to  this  list  without  being 
detected.  Also,  initial  pay  rates  and  subsequent  salary  increase 
authorizations  were  not  documented  for  several  college  workstudy 
students. 

RECOMMENDATION   #7 

WE      RECOMMEND     THE     CENTER      DOCUMENT     APPROVAL     OF 

INITIAL   SALARIES   AND    RAISES    FOR    ALL   CENTER    EMPLOYEES. 

--Review 

Employee  time  sheets  contained  math  errors  in  three  instances. 
These     mistakes     resulted     in     employees     being     paid     an     incorrect 
amount.      These  errors  were  not  caught  by  the  employee's  supervisor 
or    the    center's    payroll     personnel    when    they    approved    the    time 
sheets. 

A  contracted  employee  took  leave  without  pay  and  the  amount 
of  his  daily  pay  to  be  deducted  was  incorrectly  calculated.  These 
problems  may  have  been  prevented  with  an  adequate  review  of  the 
accuracy  of  the  time  sheets  and   resulting   pay   rate. 

RECOMMENDATION   #8 

WE  RECOMMEND  THE  CENTER  SUPERVISORY  AND  PAYROLL 
PERSONNEL  PERFORM  AN  ADEQUATE  REVIEW  OF  TIME 
SHEETS   AND    DAILY    PAY    RATES. 
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--Exemption  Withholdings 

All  employees  complete  W-4  forms  detailing  their  exemptions 
and  withholding  status.  Four  errors  occurred  when  these  specifi- 
cations were  input  to  the  payroll  system.  These  errors  were  not 
detected  because  input  data  was  never  verified  against  the  original 
W-4  form. 

RECOMMENDATION   #9 

WE    RECOMMEND    THE    CENTER    PERIODICALLY    COMPARE   THE 

W-4   FORMS  WITH   THE   PAYROLL  TO   DETERMINE  THE  SYSTEM'S 

ACCURACY. 

PLANT,    PROPERTY,    AND    EQUIPMENT 

The  center  does  not  have  adequate  physical  or  dollar  controls 
over  their  fixed  assets.  This  is  a  major  control  weakness.  Section 
17-1-102(2),  MCA,  requires  all  state  agencies  to  have  an  adequate 
property  management  system. 

A  physical  inventory  count  has  not  been  performed  since 
1978.  Assets  are  not  tagged  making  it  difficult  to  identify  them 
and  to  determine  if  assets  are  missing.  The  center  was  issued 
property  forms  by  the  Office  of  Public  Instruction  (OPI)  several 
years  ago.  Center  personnel  complete  these  forms  whenever  they 
purchase  property.  However,  they  do  not  delete  property  that  is 
disposed  of  or  becomes  obsolete.  This  listing  does  not  provide 
dollar  control  over  the  center's  property  because  it  is  not  updated, 
assets  are  not  recorded  at  cost,  and  no  total  cost  has  been  com- 
puted.     The    accounting    records    reflect   equipment   acquisitions   for 
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the    current    year    only.       The    center    also    does    not   have   adequate 
records  of  the  cost  of  their  buildings  and   land. 

The  problems   noted   in   the  preceding   paragraph   have  not  been 
corrected    because    the    center    is    awaiting    further    instructions   for 
fixed  asset  accounting   from  OPI.      No  instructions  have  been   provided 
in  the   last  three  years. 

Adequate  physical  controls  over  fixed  assets  are  necessary  to 
safeguard  the  center's  assets  and  to  present  an  accurate  financial 
presentation  of  the  center's  assets.  A  good  property  control 
system  is  essential  to  good  management.  The  center's  property, 
including  buildings  and  land,  should  be  recorded  on  its  accounting 
records. 

Center  personnel  estimated  the  cost  to  implement  a  property 
management  system  to  be  approximately  $32,000  the  first  year  to 
establish  the  system  and   $15,000  per  year  thereafter. 

The  Department  of  Administration  has  already  developed  the 
Property  Accountability  Management  System  (PAMS),  which  is  a 
subsystem  of  SBAS,  to  account  for  fixed  assets.  Rather  than 
develop  their  own   system  the  center  could   utilize  PAMS. 

Department  of  Administration  personnel  stated  there  were  no 
p.ans  for  the  center  to  use  PAMS  unless  the  Legislature  requested 
it.  They  explained  the  reason  the  center  was  not  put  on  PAMS 
when  SBAS  was  adopted  was  because  the  centers  are  not  considered 
state  agencies  and  their  fixed  assets  are  not  state  property.  This 
appears  contrary  to  House  Bill  483,  Laws  of  1979,  which  required 
the  center  to  adopt  SBAS.  If  the  center  utilizes  SBAS  they  could 
also  utilize  the  SBAS   subsystem   (PAMS)   for  fixed   assets. 
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If  PAMS  were  adopted  the  implementation  costs  should  be 
substantially  below  the  center's  estimate.  The  center  may  require 
an  additional  part-time  position  to  implement  fixed  asset  accounting 
and  control . 

RECOMMENDATION   #10 

WE  RECOMMEND  THE  CENTER  AND  OPI  WORK  WITH  THE 
DEPARTMENT  OF  ADMINISTRATION  TO  ADOPT  THE  STATE 
PROPERTY  ACCOUNTABILITY  AND  MANAGEMENT  SYSTEM 
FOR    ACCOUNTING    FOR   THE   CENTER'S    FIXED   ASSETS. 

ACCOUNTING    ISSUES 

Several    accounting    and    recording    problems    noted    during   our 
audit   occurred    because  of  the  center's  unfamiliarity  with  SBAS  and 
changing  from  the  cash  to  the  accrual   basis  of  accounting. 
Fund  Structure 

The  center's  state  appropriations,  millage  and  tuition,  and 
federal  funds  are  initially  recorded  in  the  SBAS  General,  Ear- 
marked Revenue,  and  Federal  and  Private  Revenue  Funds,  respec- 
tively. Subsequently,  this  revenue  is  transferred  to  the  center's 
Current  Unrestricted   Fund  to  cover  expenditures. 

Generally  accepted  accounting   principles   (GAAP)  for  vocational- 
technical   centers  do  not  allow  for  the  use  of  the  General,    Earmarked 
Revenue,     and     Federal    and     Private     Revenue     Funds.       To    comply 
with   GAAP  these  funds  should  be  eliminated  from  accounting   records. 

Sources  of  financing  for  post  secondary  vocational-technical 
center   budgets,    as   described    by   section    20-7-324,    MCA,    could    be 
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accounted  for  initially  by  the  Office  of  Public  Instruction  (OPI)  in 
the  General  Fund,  Earmarked  Revenue  Fund,  or  Federal  and 
Private  Revenue  Fund,  as  appropriate.  OPI  would  then  make 
transfers  from  these  funds  to  the  center's  Current  Unrestricted 
Fund  to  cover  expenditures.  Other  financing  sources  not  covered 
by  section  20-7-324,  MCA,  such  as  the  additional  (voted)  levy 
(section  20-7-326,  MCA),  student  financial  aid  money  or  other 
money  not  distributed  through  OPI  to  the  center,  should  be  recorded 
in  the  appropriate  fund   in  the  center's  accounting   records. 

RECOMMENDATION   #11 

WE  RECOMMEND  THE  CENTER,  IN  COOPERATION  WITH  THE 
OFFICE  OF  PUBLIC  INSTRUCTION,  ENSURE  THAT  THEIR 
FUND  STRUCTURE  IS  IN  ACCORDANCE  WITH  GENERALLY 
ACCEPTED   ACCOUNTING   PRINCIPLES. 

Budgeting  and   Reporting   Categories 

Montana's  vocational-technical  centers  have  only  one  expendi- 
ture program,  "vo-tech  operations."  Programs  are  used  to  identify 
the  basic  purposes  for  which  moneys  have  been  expended.  GAAP 
requires  the  reporting  of  expenditures  by  function  in  the  center's 
financial  statements.  Restructuring  the  use  of  SBAS  to  provide 
for  more  than  one  expenditure  program  would  facilitate  financial 
statement   preparation   and   provide  detailed  management  information. 

The  expenditure  categories  required  by  GAAP  are  Instruction, 
Research,  Public  Service,  Academic  Support,  Student  Services, 
Institutional  Support,  Operation  and  Maintenance  of  Plant,  Scholar- 
ships and   Fellowships,    Transfers  and  Auxiliaries. 
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The     center     budgets     all     expenditures     by    using    a    program 
concept    rather    than    by    category    in    accordance   with    state   appro- 
priation   and    OPI     requirements.       Section    20-7-323,    MCA,    defines 
the  three  budget  categories  to  be  used  by  postsecondary  vocational  - 
technical  education  as: 

1.  maintenance  and  operation; 

2.  construction;    and 

3.  ancillary  services. 

The  Superintendent  of  Public  Instruction,  as  sole  authority 
for  the  center's  programs  and  budget  approval,  should  seek  legis- 
lation to  update  or  repeal  the  above  law  on  program  and  budget 
categories  so  that  the  center's  budget  categories  conform  with 
GAAP. 

RECOMMENDATION   #12 
WE   RECOMMEND: 

A.  THE    CENTER,     IN    COOPERATION    WITH    THE    OFFICE    OF 
PUBLIC    INSTRUCTION    DEVELOP    EXPENDITURE   PROGRAMS 
IN    COMPLIANCE   WITH    GENERALLY   ACCEPTED   ACCOUNT- 
ING  PRINCIPLES. 

B.  THE   OFFICE   OF    PUBLIC    INSTRUCTION   SEEK    LEGISLATION 
TO   UPDATE   OR    REPEAL   SECTION   20-7-323,    MCA. 

Reclassification  of  Accounting   Entities 

In  preparing  financial  statements  in  accordance  with  GAAP, 
the  center's  personnel  determined  that  several  accounting  entities 
were  recorded   in  the  wrong   fund.      The  center's  personnel   adjusted 
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the  financial  statements  to  reflect  these  activities  in  the  proper 
fund.  We  concur  with  these  adjustments.  The  following  table 
illustrates  the  accounting  entity  adjustments. 


ACCOUNTING  ENTITY  RECLASSIFICATION 


Number 


31015 


Accounting  Entity 


32096 
80053 


Source 
1 


Name 


Present  SBAS 
Fund  Classification 


Financial  Statement 
Fund  Classification 


General  Operations 
(Multi  Media) 
32065   Other  Scholarships 
32086   GED  Testing 
32088    Indirect  Cost 
Recoveries 
Building  Use 


Current-Unrestricted   Current-Designated 


Current-Restricted 
Cur rent -Res trie ted 

Current-Restricted 
Current-Restricted 


Intramural  Activities   Agency 

Table  3 
Compiled  by  the  Office  of  the  Legislative  Auditor 


Agency 

Cur rent -Designated 

Current-Unrestricted 
Current-Unrestricted 
Current-Designated 


Only  a   portion  of  the   scholarships   should   be   classified   in  the 
Agency  Fund. 


The  preparation  of  financial  statements  from  SBAS  would  be 
facilitated  if  the  activity  in  the  above  accounting  entities  was 
recorded   in   the  proper  fund. 

RECOMMENDATION   #13 

WE      RECOMMEND     THE     CENTER     CHANGE     THE     SBAS     FUND 

CLASSIFICATION     FOR    THE    ACCOUNTING    ENTITIES    NOTED. 

Cash   Transfer 

The  Office  of  Public  Instruction  was  inappropriately  assigned 
as  the  administering  agency  for  ten  of  the  center's  accounting 
entities.        These    accounting     entities     include    millage    and     tuition, 
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primary  operations  pool,    two  Adult  Basic   Education   (ABE)   projects, 
and  all  financial   aid   programs. 

As  the  administering  agency,  all  of  the  center's  cash  balances 
within  these  entities  at  year-end  are  automatically  transferred  to 
OPI  during  the  SBAS  closing  process.  These  resulted  in  the 
understatement  of  cash  and  fund  balance  on  the  center's  accounting 
records  of  $130,057  in  the  Current  Unrestricted  Fund  and  $18,493 
in  the  Current  Restricted  Fund.  Cash  and  assets  held  in  trust 
were  understated  by  $13,367  in  the  Agency  Fund.  The  financial 
statements  were  adjusted  to  correct  these  understatements. 

RECOMMENDATION   #14 

WE     RECOMMEND     THE     CENTER,     WITH     APPROVAL     OF     THE 

OFFICE     OF     PUBLIC      INSTRUCTION,      BE     DESIGNATED     THE 

ADMINISTERING    AGENCY     FOR    THE    CENTER'S    ACCOUNTING 

ENTITIES. 

Cash   Elimination 

The  Department  of  Administration  established  a  procedure 
automatically  restating  the  cash  in  treasury  account  that  would 
normally  be  used  during  the  fiscal  year-end  adjustment  period. 
This  procedure,  as  outlined  in  Management  Memo  2-81-1,  was 
intended  to  avoid  misstatement  of  cash  on  the  balance  sheet  at 
June  30. 

During  the  fiscal  year-end  1980-81  adjustment  period,  state 
agencies   continued   to   pay   fiscal    year    1980-81    claims,    reducing  the 
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June  30  cash  balance.  The  procedure  established  by  the  Depart- 
ment of  Administration  eliminated  the  majority  of  entries  to  cash 
accounts   by   recording   an   accounts   receivable  or  payable. 

By  using  this  procedure  certain  fund  liabilities  and  assets  are 
inflated  for  transactions  between  accounting  entities  within  the 
same  fund.  Consequently,  receivables  and  payables  recorded  on 
SBAS  were  overstated  in  the  Current  Unrestricted  Fund  by  $34,278 
and  $1,662  in  the  Current  Restricted  Fund.  The  center  has 
adjusted  the  financial  statements  for  these  overstatements.  However, 
the   center    should    attempt   to   eliminate   this    problem    in    the   future. 

RECOMMENDATION   #15 

WE  RECOMMEND  THE  CENTER  WORK  WITH  THE  DEPARTMENT 
OF  ADMINISTRATION  TO  ELIMINATE  CASH  RESTATEMENT 
RECEIVABLES     AND     PAYABLES     WITHIN     THE     SAME      FUND. 

Computer   Billing    Rates 

Billing  rates  for  the  center's  computer  operations  were  estab- 
lished in  January  1980  based  on  the  rates  used  by  similar  service 
operations.  Initially,  this  procedure  was  justified  because  the 
historical  cost  base  of  the  computer  service  was  not  adequate  for 
computing  rates.  However,  the  rates  have  not  been  reviewed  or 
updated   in   the   last  18  months. 

As  of  June  30,  1981  the  computer  operations  had  a  fund 
balance  of  $49,693.  During  fiscal  year  1980-81  revenue  exceeded 
expenditures  by  $37,495;  however,  the  expenditures  do  not  include 
depreciation.       The    center    should    periodically    review   the   computer 
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billing   rates  and  analyze  current  operating   information  to  determine 
if    the    rates    appear    reasonable    or    adjust    the    rates    if   warranted. 

RECOMMENDATION   #16 

WE     RECOMMEND    THE    CENTER    PERIODICALLY    REVIEW    COM- 
PUTER  SERVICE   BILLING    RATES. 

STATE   COMPLIANCE 

The     matters     described     below     represent    noncompliance    with 
state  law,   or  Administrative   Rules  of  Montana   (ARM). 
Student  Absence 

Center  personnel  do  not  drop  students  from  class  enrollment 
after  five  consecutive  days  of  absence.  The  Office  of  Public 
Instruction  (OPI)  requires  this  adjustment  to  make  class  enrollment 
figures  and  the  resulting  computation  of  student  contact  hours 
consistent  between  all  vo-tech  centers. 

Center  officials  stated  their  legal  counsel  has  advised  them 
that  they  cannot  drop  a  student  for  not  attending  class.  However, 
the  center  could  adjust  the  computation  of  contact  hours  to  exclude 
those  students  who  have  more  than  five  consecutive  unexcused 
absences. 

RECOMMENDATION   #17 

WE    RECOMMEND    THE    CENTER    COMPUTE   STUDENT   CONTACT 

HOURS    IN    ACCORDANCE   WITH   OPI    REQUIREMENTS. 
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Monitoring    Drop/Adds 

The  center  does  not  monitor  drop/adds  for  part-time  students 
to  determine  propriety  of  tuition  fees  charged.  According  to  OPI 
regulations,  the  quarterly  tuition  is  based  on  hours  of  attendance 
during  the  quarter.  Each  course  has  an  assigned  number  of  hours 
of  attendance.  If  course  hours  increase  through  the  drop/add 
process  then   additional   fees  may   be  required. 

We  noted  two  exceptions  out  of  five  items  tested  where  fees 
were  not  adjusted.  According  to  center  personnel,  there  has 
never  been  a  policy  or  procedure  to  monitor  tuition  based  on 
drop/adds.  Because  no  procedure  exists,  the  center  is  potentially 
losing  tuition  revenue  to  operate  the  school.  The  center  should 
monitor  drop/adds  and  adjust  fees  accordingly. 

RECOMMENDATION   #18 

WE     RECOMMEND    THE    CENTER    MONITOR    DROP/ADDS    AFTER 

INITIAL     REGISTRATION    AND    ADJUST    FEES    ACCORDINGLY. 

Competitively   Bidding 

The  center  does  not  competitively  bid  purchases  exceeding 
tue  sum  of  $4,000  for  their  bookstore  or  snackbar  operations. 
Section  20-9-204(3),  MCA,  requires  school  districts  to  competitively 
bid  purchases  exceeding  this  amount.  Competitive  bidding  is 
required  for  all  purchases  except  textbooks  or  other  technical 
materials. 

Center  officials  stated  it  was  not  practical  to  comply  with  this 
law  for  the  bookstore  and   snackbar  operations.      They  acknowledged 
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that  composite  purchases  from  one  vendor  may  exceed  $4,000  in 
one  fiscal  year.  However,  it  was  not  practical  to  anticipate  at  the 
beginning  of  the  year  which  items  may  exceed  the  limit  by  year-end 
The  center  policy  is  to  provide  these  services  to  students  at 
minimum  cost.  The  center  officials  stated  they  do  not  feel  the 
bidding    requirement    should    apply   to   the   bookstore   and    snackbar. 

RECOMMENDATION   #19 

WE    RECOMMEND    THAT    THE    CENTER    COMPLY   WITH   SECTION 
20-9-204(3),    MCA,    OR   SEEK    LEGISLATION   TO    EXEMPT   BOOK- 
STORE    AND     SNACKBAR     OPERATIONS     FROM     THE    BIDDING 
REQUIREMENTS. 

INTERNAL   CONTROL 

As  part  of  our  examination,  we  made  a  study  and  evaluation 
of  the  center's  system  of  internal  accounting  control  to  establish  a 
basis  for  reliance  thereon  in  determining  the  nature,  timing,  and 
extent  of  other  auditing  procedures  necessary  for  expressing  an 
opinion  on  the  financial  statements  and  to  assist  in  planning  and 
performing  our  examination  of  the  financial   statements. 

The  objective  of  internal  accounting  control  is  to  provide 
reasonable,  but  not  absolute,  assurance  as  to  the  safeguarding  of 
assets  against  loss  from  unauthorized  use  or  disposition,  and  the 
reliability  of  financial  records  for  preparing  financial  statements 
and  maintaining  accountability  for  assets.  The  concept  of  reason- 
able assurance  recognizes  that  the  cost  of  a  system  of  internal 
accounting    control    should    not   exceed  the  benefits  derived  and  also 
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recognizes   that   the   evaluation  of  these  factors  necessarily   requires 
estimates  and  judgments   by  management. 

Our  examination  would  not  necessarily  disclose  all  weaknesses 
in  the  system  of  internal  accounting  control  because  it  was  based 
upon  selective  tests  of  accounting  records  and  related  data.  We 
found  material  internal  control  weaknesses  in  the  payroll  and  fixed 
asset  areas  that  we  believe  warrant  management  attention.  We 
discuss  payroll  on  page  8  and  fixed  assets  on  page  11. 
Other  Control   Weaknesses 

We  also  found  internal  control  weaknesses  that  are  not  material 
that  we  believe  warrant  management  attention.  These  conditions 
are  discussed   below: 


1 .  The  center  employees  who  verify  the  receipt  of  shipped 
goods  do  not  sign  or  date  the   receiving  document. 

2.  The  accounts  receivable  subsidiary  detail  ledger  is  not 
reconciled  with  the  Statewide  Budgeting  and  Accounting 
System  (SBAS).  This  resulted  in  a  $4,000  understate- 
ment of  SBAS  accounts   receivable. 

3.  The  center  does  not  periodically  review  and  age  accounts 
receivable  to  determine  their  collectibility. 


RECOMMENDATION  #20 

WE  RECOMMEND  THE  CENTER: 

A.  REQUIRE  ALL  RECEIVING  DOCUMENTS  BE  SIGNED  AND 
DATED  BY  THE  CENTER  EMPLOYEE  RECEIVING  THE 
GOODS. 

B.  RECONCILE  SUBSIDIARY  DETAIL  LEDGER  TO  SBAS 
CONTROL  ACCOUNT  TO  ENSURE  PROPER  RECORDING 
OF  RECEIVABLES. 

C.  AGE  ACCOUNTS  RECEIVABLE. 
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PRIOR   AUDIT    RECOMMENDATIONS 

The  last  audit  of  the  Missoula  Vocational-Technical  Center, 
for  the  fiscal  year  ended  June  30,  1979,  was  performed  by  a 
private  CPA  firm  under  contract  with  the  Office  of  the  Legislative 
Auditor.  Their  report  detailed  four  recommendations.  The  center 
has  implemented  or  partially  implemented  three  of  the  four  recom- 
mendations. The  center  has  not  implemented  the  recommendation 
to  develop  a  comprehensive  fixed  asset  accounting  system  as  dis- 
cussed on  page  11 . 
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AUDITOR'S    REPORT   AND    FINANCIAL   STATEMENTS 


STATE  OF  MONTANA 

Office  of  the  Legislative  Auditor 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/449-3122 


AMESH.GILLETT.C.P.A. 

STING  LEGISLATIVE  AUDITOR 


JOHNW.  NORTHEY 

STAFF  LEGAL  COUNSEL 


The   Legislative  Audit  Committee 
of  the  Montana  State   Legislature: 

We    have    examined    the    Balance    Sheets    of  the   Current    Funds 

and    the    Agency    Fund    of   the    Missoula    Vocational-Technical    Center 

as    of    June  30,     1981,     and    the    related    Statements    of    Changes    in 

Fund     Balances    and     Current    Fund     Revenues,     Expenditures,     and 

Other    Changes    for    the    year    then    ended.       Our    examination    was 

made     in     accordance     with     generally    accepted    auditing     standards 

and,     accordingly,    included    such    tests    of   the    accounting    records 

and    such   other   auditing    procedures   as  we  considered  necessary  in 

the  circumstances. 

The  center  does  not  maintain  adequate  records  of  its  general 
fixed  assets.  Accordingly,  a  Plant  Fund,  which  is  required  by 
generally  accepted  accounting  principles,  is  not  included  in  the 
financial   statements. 

Prior  to  July  1,  1980,  the  center  kept  its  records  and  has 
prepared  its  financial  statements  on  the  cash  basis,  with  no  recog- 
nition having  been  accorded  accounts  receivable,  accounts  payable, 
or  accrued  expenses.  The  center  adopted  the  full  accrual  basis  of 
accounting  on  July  1,  1980.  Although  the  July  1,  1980  fund 
balances  were  restated  through  prior  year  adjustments  for  material 
differences    between     reporting    on    the    cash    and    accrual    basis,     it 
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was  not  practicable  to  determine  what  adjustments  would  be  neces- 
sary in  the  financial  statements  of  the  preceding  year  to  restate 
results  of  operations  and  changes  in  financial  position  in  conformity 
with   the  accounting   principles   used   in   the  current  year. 

In  our  opinion,  the  Balance  Sheets  of  the  Current  Funds  and 
the  Agency  Fund,  the  Statement  of  Changes  in  Fund  Balances,  and 
the  Statement  of  Current  Funds,  Revenues,  Expenditures,  and 
other  Changes  present  fairly  the  financial  position  of  such  funds 
of  the  Missoula  Vocational-Technical  Center  as  of  June  30,  1981, 
and  the  changes  in  fund  balances  and  the  current  funds  revenues, 
expenditures,  and  other  changes  for  the  year  then  ended,  in 
conformity  with  generally  accepted  accounting   principles. 

Our  examination  was  made  for  the  purpose  of  forming  an  opin- 
ion on  the  basic  financial  statements  taken  as  a  whole.  The  Sched- 
ule of  Full-Time  Equivalent  (FTEs)  Students  and  the  Schedule  of 
Grants  is  presented  for  the  purpose  of  additional  analysis  and  is 
not  a  required  part  of  the  basic  financial  statements.  Such  infor- 
mation has  been  subjected  to  the  auditing  procedures  applied  in 
the  examination  of  the  basic  financial  statements,  and,  in  our 
opinion,  is  fairly  stated  in  all  material  respects  in  relation  to  the 
baoic  financial   statements  taken  as  a  whole. 

Respectfully  submitted, 


James   H.    Gillett,    CPA 
Acting    Legislative  Auditor 


December  23,    1981 


25 


MISSOULA  VOCATIONAL-TECHNICAL  CENTER 

BALANCE   SHEET 

AS  OF  JUNE  30,    1981 


CURRENT  FUNDS 


Assets 
Cash 

Accounts  Receivable 
Due    from  Federal   Government 
Loans   Receivable 
Merchandise    Inventory 
Total  Assets 


Unrestricted   Funds 


Unrestricted        Designated 
Fund  Fund 


$192,696 
1,571 


$76,766 
2,526 


79,292 


Auxiliar; 
Fund 


$25,270 
998 


33,790 

60,056 


^552 


Agency 
Fund 

$22,599 

458 

9,326 


labilities  and  Fund  Balances 
Accounts  Payable 
Loans  Payable 

Receipts   Collected   in  Advance 
Assets  Held   in  Trust  for  Others 

Fund  Balance 

Total  Liabilities,  Reserves, 
Fund   Balances 


131,211 
5,580 

2,900 

1,326 

27.193 
3,000 

2,917 

60,476 

76,392 

58,732 

46,442 

$197,267 

$79,292 

$60,058 

$_7_li522 

$32,383 


MISSOULA  VOCATIONAL-TECHNICAL  CENTER 
STATEMENT  01  CHAMGES  is  FUND  BALANCES 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  3D,  JgS  1 


Unrestricted  Funds 


Unrestricted       Designated  „„„iliary 

Fund  Fund  Fund 


Restricted 
Fund 


Revenues 


md  Other  Additi 


Unrestricted  Current  Fund  Revenues 
Local  Appropriations  -  Restricted 
Fees  and  Tuition  -  Restricted 
Federal  Grants  E.  Contracts  -  Restricted 
State  Grants  &  Contracts  -  Restricted 
Local  Grants  &  Contracts  -  Restricted 
Private  Grants  &  Contracts  -  Restricted 
Total  Revenues  and  Other  Additions 


I  gje  ad: 


itures  and  Other  Deductions 


Educational  and  General  Expend 
Auxiliary  Enterprise  Expenditu 
Indirect  Costs  Recovered 
Expended  for  Equipment 
Total  Expenditures 


nd  Other  Deductions 


Net  Increase/ (Decrease)  for  the  Year 

Fund  Balance  at  Begining  of  the  Year 

Prior  Period  Adjustments 

Adjusted  Fund  Balance  at  Beginning  of  the  Ye, 

Fund  Balance  at  End  of  Year 


$1,784,097     $366,286      $160,015 


* 

$104,156 

59.315 

72,430 

294,380 

25,231 

2,235 

1,784,097 

366,286 

_l6p_,0_!5 

557,747 

1,695,257 

317,537 

149,639 

471,245 
21,458 

9,508 

1,750,921 

327,045 

"749,639 

492,703 

33,176 

39,241 

10,376 

65,044 

39,248 

47,606 

12,095 

(2,097) 

750 

(23,832) 

27,300 

37,151 

48,356 

$   60,476 

$  76,392 

$  58,732 

MISSOULA  VOCATIONAL -TECHNICAL  CENTER 

STATEMENT  OF  CURRENT  FUNDS  REVENUES,   EXKNDITTfREq~~AND  OTHER  CHANGES 

"FOR  THE  FISCAL  YEAR  ENDED  JUNE~3oT1"T9fFi 


Un rest rjrtpd  Funds 


REVENUES 
Tuition   and  Fees 
Federal  Appropriations 
State  Appropriations 
Local  Appropriations 
Federal    Grants   and   Contracts 
State  Grants   and   Contracts 
Local  Grants  and  Contracts 
Private   Gifts,    Grants,    and   Scholarships 
Sales   and  Services   of  Educational    Activities 
Sales   and  Services  of  Recharge  Operations 
Sales    and   Services    of  Auxiliary  Enterprises 
Other 

Total  Current  Revenues 

EXPENDITURES 
Education  and  General 
Instruction 
Research 
Academic   Support 
Student  Services 
Institutional   Support 
Operations   and  Maintenance  of   Plant 
Scholarships   and  Fellowships 
Recharge  Operations 
Auxiliary  Enterprise   Expenditures 
Other 

Total  Education  and  General 

Expended    for  Equipment 
Total  Expenditures 

Excess    of  Restricted  Receipts   Over  Revenue 
Net  Increase  in  Fund  Balances 


Unrestricted 

Designated 

Auxil 

iary 

Restricted 

Fund 

Fund 
S     1,762 

Fund 

$      142,497 

$  59,315 

300,710 

1,097,484 

221,106 

81,404 
63,923 

18,933 

242,552 

2,525 

25,903 

337,356 

$160 

,015 

22,401 
1,650 

842 

1,263 

969,224 

201,823 

145,018 
162,049 
217,143 


18,196 


360 
2,275 


296,706 


149,639 


1 

,695,257 

55,664 
,750,921 

317,537 

9,508 

327,045 

149,639 

1 

149,639 

$ 

33,176 

$  39,241 

S   10,376 

471,245 


317,587 
5,929 
69,715 
11,334 
1,564 
3,724 
18,430 
558 
3,572 
38,832 
471.245 


471,245 

65,044 
5  65,044 


MISSOULA   VOCATIONAL-TECHNICAL   CENTER 
Notes  to  the   Financial   Statements 
Fiscal   Year   Ended  June  30,    1981 


1.      SUMMARY   OF   SIGNIFICANT   ACCOUNTING   POLICIES 

The    preceding    financial     statements    were    prepared    from    the 
Statewide  Budgeting   and   Accounting   System   (SBAS). 
Basis  of  Accounting 

The  financial  statements  are  prepared  on  the  full  accrual 
basis  of  accounting.  Under  the  full  accrual  basis  of  accounting, 
expenditures  are  recorded  when  materials  or  services  are  received 
and  revenues  are  recorded  when  earned.  Revenues  and  expendi- 
tures of  an  academic  term  that  emcompasses  parts  of  two  fiscal 
years,  such  as  a  summer  session,  are  reported  totally  within  the 
fiscal  year  in  which  the  program  is  predominantly  conducted. 
Fund  Accounting  System 

The   state   of   Montana   accounts    are   organized    utilizing   a   fund 
structure   outlined   in   section   17-2-102,    MCA.      For  financial   presen- 
tation,  these  funds  have  been   classified   in  accordance  with  generally 
accepted  accounting   principles. 
-CURRENT    FUNDS- 
Includes      economic      resources      expendable      for      instruction, 
research,    public    service,    and    the    allied    support    programs    which 
are  not  restricted   by  external   sources  or  designated   by   the  govern- 
ing   board    for    other    than    operating    purposes.      Subgroups   of   the 
current  funds  group  are  as  follows: 


29 


Unrestricted  -  funds  received  for  which  no  stipulation  was 
made  by  the  donor  or  other  external  agency  as  to  the  purposes  for 
which  they  should   be  expended. 

Designated  -  accumulates  costs  that  are  subsequently  recharged 
or  allocated  in  total  to  other  subfunds  and  the  resultant  income; 
identifies  financial  activities  related  to  special  organized  activities 
of  educational  programs  wherein  they  are  fully  supported  and 
facilities  fees  that  are  approved  for  collection  beyond  normal  course 
fees. 

Auxiliary    -    exists    to    furnish    goods   or   services   to   students, 
faculty,    or   staff   through    a   fee   charged   for  the  cost,   although   not 
necessarily  equal   to  the  cost  of  the  goods  or  services.      The  revenues 
are   derived    directly   from   the   operation   of   the  auxiliary  enterprise 
itself. 

Restricted     -     funds    available    for    financing    operations    which 
are     limited     by     donors     and     other     external     agencies    to    specific 
purposes,    programs,    departments,   or  schools. 
-AGENCY    FUNDS- 

Includes  resources  held  by  the  institution  as  custodian  or 
fiscal  agent  for  individual  students,  faculty,  staff  members,  and 
organizations. 

Inventories 

Assets  are  normally  not  recorded  for  supplies  inventory,  but 
are  expensed   at  the  time  of  acquisition. 

Merchandise  inventory,  which  consists  of  bookstore  and 
snackbar  items,    is  valued   at   FIFO  for  all   goods. 
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Accounts   Receivable 

The  accounts  receivable  balance  shown  on  the  accompanying 
balance  sheet  does  not  include  an  allowance  for  doubtful  accounts 
amount.  Based  on  past  experience  of  collectibility,  the  entire 
amount  is  recorded  as  revenue  when  the  accounts  receivable  is 
established. 

Vacation  and   Sick   Leave 

Expenditures  are  not  recorded  for  annual  vacation  and  sick 
leave  costs  until  the  leave  is  taken.  Classified  or  support  employees 
are  allowed  to  accumulate  and  carryover  a  maximum  of  two  times 
their  annual  accumulation  of  vacation  into  90  days  of  a  new  calendar 
year.  Teachers  have  no  vacation,  while  12-month  administrative 
employees  may  not  accrue  more  than  20  days  of  vacation  each  fiscal 
year,  10  of  which  may  be  carried  forward  to  the  succeeding  fiscal 
year. 

Upon     termination,      qualifying     classified     and     administrative 
employees    having    unused    accumulated   vacation   and    sick   leave   are 
paid     100  percent     for     vacation     and     25  percent    for     sick     leave. 
Teachers    receive    lump    sum    payments    in    accordance   with    contract 
provisions.      The  liability  amount  associated  with   unused  accumulated 
vacation  and   sick   leave  at  June  30,    1981    is  maintained  on  an   hourly 
basis    rather   than    by   dollar   amount.      The   monetary    liability  is  not 
calculated  until   an  employee  terminates. 
2.      EMPLOYEES'    RETIREMENT   SYSTEMS 

The  center's  employees  are  covered  by  the  Public  Employees' 
Retirement  System  (PERS)  and  the  Teachers'  Retirement  System 
(TRS).      The  state  contributes  6.2  percent  and  6.312  percent  of  an 
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employee's  gross  wages  to  PERS  and  TRS,  respectively.  The 
employee  contributes  6  percent  and  6.187  percent,  respectively. 
The  state's  policy  is  to  fund  accrued  pension  costs.  At 
June  30,  1980  the  Public  Employees'  Retirement  System  was  actu- 
arially sound,  while  the  Teachers'  Retirement  System  was  actuarially 
sound  at  June  30,  1979.  The  unfunded  past  service  costs  and  the 
actuarially  computed  value  of  vested  benefits  were  not  readily 
available  for  members  of  the  plans  employed   by  the  center. 

3.  BUDGETARY    REPORTING 

The  annual  appropriations  process  for  planning  and  controlling 
financial  operations  is  set  for  each  fiscal  year  of  the  biennium  by 
the  Legislature.  At  the  end  of  each  fiscal  year  the  center's  un- 
restricted fund  appropriations  revert  to  the  fund  of  original  appro- 
priation and  may  be  spent  for  valid   prior  year  obligations. 

Budget  amendments  may  be  obtained  to  spend  funds  that  were 
not  available  for  consideration  by  the  Legislature  but  have  become 
available  from  sources  other  than  the  state's  General  Fund  or  Ear- 
marked  Revenue   Fund. 

Appropriations  of  the  center  were  established  within  the 
following  areas: 

1 .  Personal   Services 

2.  Operations 

3.  Capital    Expenditures 

4.  ACCOUNTING   CHANGE 

In  fiscal  year  1980-81  the  center  changed  their  method  of 
accounting  from  the  cash  basis  to  the  accrual  basis.  The  July  1, 
1980  fund  balance  was  restated  to  reflect  this  change.  Conse- 
quently,    the    primary    accounting    records    previous    to    fiscal    year 
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1980-81     differ    materially    from    the    financial     statements    for    fiscal 
year  1980-81 . 
5.      LEASES 

The   center    leases   their   copy   machines  and  computer  systems. 
Lease   payments   are   on   an    annual    basis.      The   center   will    own    the 
copy  machines  and  the  computer  system  at  the  end  of  the  respective 
lease  terms. 

The  following  is  a  schedule  by  year  of  future  mininum  lease 
payments  under  the  capital  leases  together  with  the  present  value 
of  the  net  minimum   lease  payments  as  of  June  30,    1981: 

Computer  System 

1982  $  73,304 

1983  73,304 

1984  36,652 

$183,260 

Present  value  of  net  minimun  lease  payments 
Copy  Machines 

1982  $   3,315 

1983  3,315 

1984  3,315 

1985  3,315 

1986  2,409 

Minimum  lease  payments  $    15,669 

Less:      Amount   representing  interest  2,800 

Present  value   of   net  minimum   lease  payments  $    12,869 


6.      ACCOUNTS   PAYABLE 

At  the  end  of  each  fiscal  year,  accruals  are  established  for 
materials  or  services  which  have  been  received  during  that  fiscal 
year.      At  June  30,    1981,   $44,051   was  accrued  for  Primary  Operations 
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personal   services.      Corresponding   accounts   payable  were  established 
for  these  expenditures. 

Because  the  Missoula  County  High  School  Board  of  Trustees 
and  the  Missoula  County  High  School  Education  Association  had  not 
agreed  on  the  1980-81  salary  schedule,  $39,886  of  the  accrual  was 
established  in  anticipation  of  the  District  being  required  to  compen- 
sate   teachers    retroactively    for    services    rendered    during    1980-81. 

Agreement  between  the  two  parties  was  reached  on  August  9, 
1981.  On  December  13,  1981,  the  Montana  Supreme  Court,  in  Case 
Number  81-436,  ruled  in  favor  of  the  Missoula  High  School  Legal 
Defense  Association.  This  ruling  had  the  effect  of  requiring 
retroactive  pay  for  the  1980-81  school  term  according  to  Sections  11.1 
and  11.2,  Article  XI,  of  the  1981-82  Master  Agreement  between  the 
Missoula  County  High  School  Board  of  Trustees  and  the  Missoula 
County   High   School    Education   Association. 

Because    the    original    accrual    was    not    sufficient   to   cover   the 
required    retroactive    pay,    the    preceding    financial    statements    have 
been    adjusted    to    reflect   additional    accounts    payable   in   the  amount 
of  $29,605  to  provide  full   retroactive  pay  to  all   individuals  employed 
under  terms  of  the  agreement  during   1980-81. 
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MISSOULA  VOCATIONAL-TECHNICAL  CENTER 

SCHEDULE  OF  FULL-TIME  EQUIVALENT  (FTEs)  STUDENTS 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1981 


Quarter 

Year 

Number   1 
of  Students 

Reported 
Contact  Hours 

FTEs 

Reported 

Summer 

1980 

136 

33,936 

136 

Fall 

1980 

685 

175,008 

700 

Winter 

1981 

609 

168,585 

674 

Spring 

1981 

482 

150,860 

603 

Includes  full-time  and  part-time  students. 

"This  is  the  reported  hours  divided  by  250  contact  hours  as  required 
by  Section  10.41.101  ARM. 
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MISSOULA  VOCATIONAL -TECHNICAL  CENTER 

SCHEDULE  OF  GRANTS 

FOR  THE  FISCAL  YEAR"  ENDED  JUNE  30,  1981 


Total 

Total 

Grant  Name  and  Number 

Authority 

Expenditures 

Revenues 

Cash 

English  as  a  Second  Language 

Grant  #81-0028-0032 

$  85,835 

$  49,394 

$  54,300 

$  7,626 

Grant  //96-P-91701-8-02 

44,126 
129,961 

10,979 
60,373 

22,948 
77,248 

Total 

7,626 

Adult  Based  Education  -  Federal 

Grant  #81-56-6103-0085 

54,994 

49,979 

54,492 

7,485 

Local  Match 

10,910 

9,314 

10,910 

1,635 

Total 

65,904 

59,293 

65,402 

9,120 

Adult  Basic  Education  -  State 

Grant  #81-56-3202-00275 

14,075 

12,159 

14,075 

4,280 

Local  Match 

1,659 

1,344 

1,659 

505 

Total 

15,734 

13,503 

15,734 

4,785 

Adult  Basic  Education  -  Needs 

Assessment 

Grant  #8l-56-6l03-034SP 

9,005 

7,156 

9,005 

1,849 

Local  Match 

1,000 

794 

1,000 

206 

Total 

10,005 

7,950 

10,005 

2,055 

Adult  Basic  Education  -  External 

Diploma  Project 

Grant  #81-56-6l03-035SP 

10,996 

9,438 

10,996 

1,558 

Local  Match 

1,140 

979 

1,140 

161 

Total 

12,136 

10,417 

12,136 

1,719 

TOTAL  -  ALL  GRANTS 

$233,740 

$151,536 

$180,525 

$25,305 

36 


AGENCY   REPLIES 


"For  HIRE  Education' 


•  Post  Secondary  Vocational  Technical  Education 

•  Adult  Continuing  Education 

•  Community  Service 


A  Unit  of  the  Missoula  County  High  School  District 
Phone  (40b*)  J'2\    1330     909  South  Avenue  West     Missoula.  Montana  598 


March    10,    1982 


Mr.  James  H.  Gill ett 

Acting  Legislative  Auditor 

Office  of  the  Legislative  Auditor 

State  Capitol 

Helena,  Montana   59620 

Dear  Jim: 

Enclosed  is  our  response  to  the  audit  report  prepared  by  your  office 
for  Missoula  Vocational  Technical  Center  for  fiscal  year  ended  June 
30,  1981. 

Center  personnel  would  like  to  thank  Jim  Manning  and  the  rest  of  the 
audit  team.   We  found  them  to  be  professional,  thorough  and  cooperative 
in  all  respects.   Comments  and  suggestions  will  be  very  beneficial 
to  the  future  operation  of  Missoula  Vocational  Technical  Center. 


Thanks  again  for  a  job  well  done. 


Sincerely, 


/i^w^M^ 


'&UU* 


Dennis  Lerum 
Di  rector 


ks 


Enc losure 


RECEIVED 

MAR  1  1  1982 

MONTANA  LEGISLATIVE  AUDITOR 
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MISSOULA  VOCATIONAL  TECHNICAL  CENTER 

RESPONSE  TO  RECOMMENDATIONS  OF  THE 

OFFICE  OF  THE  LEGISLATIVE  AUDITOR 

FOR  FISCAL  YEAR  ENDED  JUNE  30,  1 98 1 


RECOMMENDATION  #1   GENERAL  FUND  REVERSIONS 

We  recommend  the  Office  of  Public  Instruction  revert  all  overcollected  millage 
to  the  state  general  fund  in  accordance  with  House  Bill  Sk ,    Laws  of  1 98 1 . 


RESPONSE 

There  is  neither  concurrence  nor  non-concurrence  with  this  recommendation. 
It  is  our  opinion  this  matter  is  the  responsibility  of  the  Office  of  Public 
Instruction.   The  $4 ,537  in  question  for  the  Missoula  Center  is  deposited  in 
the  State  Treasury  and  will  remain  there  until  further  direction  is  received 
from  the  Office  of  Public  Instruction. 


RECOMMENDATION  #2  PAYR0LL--MIN I  MUM  WAGE 

We  recommend  the  Center  comply  with  the  federal  minimum  wage  law  and  pay  all 
workstudy  students  the  minimum  wage  applicable  at  the  time. 


RESPONSE 

We  concur.   The  two  students  who  did  not  receive  the  minimum  wage  have  been 
reimbursed  retroactive  to  January  1,  1 98 1 .   In  addition,  an  internal  audit 
of  the  College  Work  Study  Payroll  for  1981  has  been  conducted  to  ascertain 
that  others  were  not  underpaid. 


RECOMMENDATION  #3   PAYR0LL--LATE  PAYMENT  OF  WAGES 

We  recommend  the  Center  pay  employees  in  compliance  with  Section  39~3~204, 
MCA. 


RESPONSE 

We  concur.   The  Center  is  now  paying  employees  in  compliance  with  Section  39- 
3-20*t  MCA.   Effective  January,  1982,  the  College  Work  Study  pay  period  was 
adjusted  to  end  the  8th  day  of  each  month. 
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RECOMMENDATION  #h      PAYROLL--VACATI ON  AND  SICK  LEAVE 

We  recommend  the  Center  comply  with  the  vacation  and  sick  leave  accrual  provisions 
of  state  law. 


RESPONSE 

We  concur.      The   Center's   payroll    system  will    be   adjusted    to  accrue   vacation 
and    sick    leave  at    the   end   of   each   pay   period.       In   addition,    employee   forfeiture 
of   accrued   vacation    in   excess   of    that   allowed   by    state    law  will    be   done   on 
a   calendar    rather    than   a    fiscal    year   basis. 

RECOMMENDATION   #5      PAYROLL—CENTRAL   PAYROLL 

We    recommend    the   Center   comply  with    the   Legislature's    intent    that   vocational- 
technical    centers   be   on   central    payroll    or    seek    legislative   authorization    to 
maintain    their   own    payroll    system. 

RESPONSE 

We  concur  partially.   It  is  our  contention  that  by  virtue  of  the  fact  the  State 
Auditor's  Office  was  involved  in  the  development  of  the  Montana  Vocational 
Technical  Center's  Statewide  Budgeting  and  Accounting  System  Procedures  Manual, 
implied  consent  was  given  for  Center  employees  to  be  paid  through  the  various 
school  district  payroll  systems.   Legislative  authorization  would,  however, 
clarify  the  situation.   The  Office  of  Public  Instruction  will  be  asked  to  introduce 
appropriate  legislation. 

RECOMMENDATION  #6   PAYROLL  INTERNAL  CONTROLS--SEGREGATION  OF  DUTIES 

We  recommend  the  Center  implement  procedures  to  establish  an  adequate  segregation 
of  payrol 1  duties . 

RESPONSE 

We  concur.   The  Center's  Business  Office  will  be  reorganized  to  accomplish 
the  best  segregation  of  duties  possible.   It  should  be  understood,  however, 
that  optimum  segregation  of  duties  may  not  be  possible  because  of  the  limited 
staff  available.   The  Center  currently  has  only  three  clerical  F.T.E.  in  the 
Business  Office.   (Two  are  supported  by  Legislative  appropriation  and  one  through 
grants  and  contracts.)   These  people  are    responsible  for  all  Institutional 
and  Financial  Aids  accounting,  accounts  receivable,  accounts  payable,  cashiering, 
payroll  and  inventory,  as  well  as  providing  secretarial  support  for  the  Business 
Manager  and  Financial  Aids  Officer. 

RECOMMENDATION  #7   PAYROLL  INTERNAL  CONTRQLS--PAY  SUPPORT  DOCUMENTATION 

We  recommend  the  Center  document  approval  of  initial  salaries  and  raises  for 
all  Center  employees. 
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RESPONSE 

We  concur.   Personnel  and  payroll  procedures  are  currently  being  revised  to 
accomplish  this  task. 

RECOMMENDATION  #8   PAYROLL  INTERNAL  C0NTR0LS--REV I EW 

We  recommend  the  Center  supervisory  and  payroll  personnel  perform  an  adequate 
review  of  time  sheets  and  daily  pay  rates. 

RESPONSE 

We  concur.   Personnel  and  payroll  procedures  are  currently  being  revised  to 
accomplish  this  task. 


RECOMMENDATION  §3      PAYROLL  INTERNAL  CONTROLS--EXEMPTI ON  WITHHOLDINGS 

We  recommend  the  Center  periodically  compare  the  W-4  forms  with  the  payroll 
to  determine  the  system's  accuracy. 

RESPONSE 

We  concur.   Personnel  and  payroll  procedures  are   currently  being  revised  to 
accomplish  this  task. 


RECOMMENDATION  #10   PLANT,  PROPERTY  AND  EQUIPMENT 

We  recommend  the  Center  and  OP  I  work  with  the  Department  of  Administration 

to  adopt  the  State  Property  Accountability  and  Management  System  for  accounting 

for  the  Center's  fixed  assets. 


RESPONSE 

We  concur.   Because  the  Center  is  currently  on  the  Statewide  Budgeting  and  Accounting 
System,  it  would  be  most  economical  to  adopt  the  State  Property  Accountability 
and  Managp^ent  System.   Additional  personnel  will  be  required  to  implement 
the  system.   One  technician  and  one  clerk  will  be  required  the  first  year  to 
inventory,  tag,  and  record  the  Center's  property.   (See  response  to  Recommendation 
6.)   One  additional  ongoing  clerical  position  will  be  required  to  maintain 
the  system  and  assist  with  other  Business  Office  duties. 

RECOMMENDATION  #11   ACCOUNTING  ISSUES--FUND  STRUCTURE 

We  recommend  the  Center,  in  cooperation  with  the  Office  of  Public  Instruction, 
ensure  that  their  fund  structure  is  in  accordance  with  generally-accepted  accounting 
principles. 
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RESPONSE 

We  concur.   However,  as  the  Office  of  Public  Instruction  is  the  administering 
state  agency  for  the  Centers,  any  changes  in  fund  structure  should  be  implemented 
by  that  office. 

RECOMMENDATION  #12  ACCOUNTING  I  SSUES--BUDGETI NG  AND  REPORTING  CATEGORIES 
We  recommend: 

A.  The  Center,  in  cooperation  with  the  Office  of  Public  Instruction  develop 
expenditure  programs  in  compliance  with  generally-accepted  accounting  principle 

B.  The  Office  of  Public  Instruction  seek  legislation  to  update  or  repeal 
Section  20-7-323,  MCA. 

RESPONSE 

We  concur.   Adoption  of  the  suggested  budgeting  and  accounting  categories  would 
facilitate  the  preparation  of  financial  statements.   Again,  however,  changes 
of  this  nature  should  be  initiated  by  the  Office  of  Public  Instruction. 

RECOMMENDATION  #13  ACCOUNTING  I SSUES--RECLASS I FICATION  OF  ACCOUNTING  ENTITIES 

We  recommend  the  Center  change  the  SBAS  fund  classification  for  the  accounting 
entities  noted. 

RESPONSE 

We  concur.   With  the  approval  of  the  Office  of  Public  Instruction,  the  suggested 
changes  will  be  implemented. 

RECOMMENDATION  #1A  ACCOUNTING  ISSUES—CASH  TRANSFER 

We  recommend  the  Center,  with  approval  of  the  Office  of  Public  Instruction, 
be  designated  the  administering  agency  for  the  Center's  accounting  entities. 

RESPONSE 

We  concur.   Adoption  of  this  recommendation  would  facilitate  preparation  of 
the  Center's  financial  statements.   This  action,  however,  would  also  have  to 
be  initiated  by  the  Office  of  Public  Instruction. 

RECOMMENDATION  #15  ACCOUNTING  ISSUES--CASH  ELIMINATION 

We  recommend  the  Center  work  with  the  Department  of  Administration  to  eliminate 
cash  restatement  receivables  and  payables  within  the  same  fund. 
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RESPONSE 

We  concur.  Adoption  of  this  recommendation  would  also  facilitate  the  preparation 
of  the  Center's  financial  statements.  Action  on  implementing  this  recommendation 
would  have  to  be  initiated  by  the  Department  of  Administration. 

RECOMMENDATION  #16  ACCOUNTING  I SSUES--COMPUTER  BILLING  RATES 

We  recommend  the  Center  periodically  review  computer  service  billing  rates. 

RESPONSE 

We  concur.  The  supervisor  of  Data  Processing  will  be  required  to  review  computer 
service  billing  rates  on  an  annual  basis. 

RECOMMENDATION  #17   STATE  COMPL I ANCE--STUDENT  ABSENCE 

We  recommend  the  Center  compute  student  contact  hours  in  accordance  with  OPI 
requ  i  remen ts . 

RESPONSE 

We  do  not  concur.   Direction  from  the  Office  of  Public  Instruction  initially 
required  students  be  dropped  after  five  (5)  consecutive  days  of  absence.   This 
practice  was  determined  to  be  inpractical  after  a  period  of  time.   The  twelfth- 
day  enrollment  report  was  and  is  used  when  computing  contact  hours  for  reporting 
purposes,  making  the  five  (5)  day  absence  drop  all  but  meaningless.   Because 
of  this,  further  discussion  with  the  Office  of  Public  Instruction  resulted 
in  a  determination  that  this  practice  was  no  longer  necessary. 

RECOMMENDATION  #18   STATE  COMPL I ANCE--M0N I  TOR ING  DROP/ADDS 

We  recommend  the  Center  monitor  drop/adds  after  initial  registration  and  adjust 
fees  accordingly. 

RESPONSE 

We  concur.  Procedures  are  being  developed  that  will  monitor  drop/adds  that 
will  address  increased  hours  of  attendance  and  the  collection  of  additional 
tuition  where  necessary. 

RECOMMENDATION  #19   STATE  COMPL I ANCE--COMPETITIVELY  BIDDING 

We  recommend  that  the  Center  comply  with  Section  20-9-204(3),  MCA,  or  seek 
legislation  to  exempt  bookstore  and  snackbar  operations  from  the  bidding  requirements 
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RESPONSE 

We  do  not  concur.   Single  items  costing  in  excess  of  $4,000  which  are  purchased 
for  the  bookstore  and  snackbar  are  competitively  bid.   There  are  instances 
when  composite  purchases  from  one  vendor  will  exceed  $4,000  in  one  fiscal  year. 
These  purchases  may  or  may  not  be  like  items.   It  is  neither  possible  or  practical 
to  anticipate  at  the  beginning  of  any  fiscal  year  which  composite  purchases 
may  ultimately  exceed  $4,000  by  fiscal  year  end. 

RECOMMENDATION  #20   INTERNAL  CONTROL 
We  recommend  the  Center: 

A.  Require  all  receiving  documents  be  signed  and  dated  by  the  Center  employee 
receiving  the  goods; 

B.  Reconcile  subsidiary  detail  ledger  to  SBAS  control  account  to  ensure  proper 
recording  of  receivables; 

C.  Age  accounts  receivable. 

RESPONSE 

We  concur.   Existing  procedure  requires  each  requ is i t ioner  to  sign  and  date 
the  receiving  copy  of  each  purchase  order  upon  receipt  of  merchandise.   The 
accounts  payable  clerk  has  been  instructed  to  secure  signatures  before  payment 
is  made  on  any  purchase  order.   The  Center's  accounts  receivable  system  is 
in  need  of  revision.   Policy  and  procedure  for  same  will  be  developed. 
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OFFICE  OF  PUBLIC  INSTRUCTION- 


%Smf  STATE  CAPITOL  Ed  Argenbright 

*%0  HELENA,  MONTANA    59601  Superintended 

—  (406)  449-3095 

March   11,    1982  RECEIVED 

MAR  1 1  1982 

James  H.    Gillett  MONTANA  LEGISLATIVE  AUDITQB 

Acting  Legislative  Auditor 
Office  of  Legislative  Auditor 
State  Capitol 
Helena,  Montana  59620 

Dear  Mr.  Gillett: 

This  correspondence  is  issued  to  your  attention  concerning  the  audit  of 
the  Missoula  Vocational-Technical  Center  for  the  fiscal  year  ended 
June  30,  1981. 

Recommendation  #1 

The  Office  of  Public  Instruction  is  in  basic  agreement  with 
the  recommendation  within  the  scope  of  the  law.   Procedures 
will  be  developed  to  properly  revert  millage  over-collections 
in  concert  with  the  Department  of  Administration  but  OPI 
reserves  the  legal  authority  to  address  the  shortfall  of 
collections  at  the  Great  Falls  Center. 

Recommendation  #2 

The  Missoula  Center  has  addressed  the  problem  noted  in  the 
recommendation.   The  Office  of  Public  Instruction  does  con- 
cur with  the  recommendation  as  stated. 

Recommendation  #3 

The  Office  of  Public  Instruction  concurs  with  the  recommendation. 

Recommendation  #4 

The  Office  of  Public  Instruction  concurs. 

Recommendation  #5 

The  question  of  the  vocational-technical  centers'  involvement 
with  central  payroll  revolves  about  questions  of  efficiencies 
and  economics  in  addition  to  misunderstanding  of  exceptions. 
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It  is  therefore  the  intent  of  the  Office  of  Public  Instruc- 
tion to  seek  legislative  authorization  to  retain  district 
payroll  systems. 

Recommendation  #6 

The  Office  of  Public  Instruction  concurs. 

Recommendation  #7 

The  Office  of  Public  Instruction  concurs. 

Recommendation  //8 

The  Office  of  Public  Instruction  concurs. 

Recommendation  #9 

The  Office  of  Public  Instruction  concurs. 

Recommendation  it  10 

The  Office  of  Public  Instruction  concurs  and  is  in  the  process  of 
recommending  the  adaptation  of  the  State  Property  Accountability 
and  Management  System.   An  allocation  of  Department  of  Administra- 
tion personnel  time  and  that  of  OPI  personnel  will  be  made  to 
initiate  the  process.   Thereafter,  the  upkeep  of  records  will 
require  additional  local  personnel  at  each  Center. 

Recommendation  #11 

The  Office  of  Public  Instruction  concurs. 

Recommendation  it!2 

The  Office  of  Public  Instruction  concurs  that  legislative  repeal 
and/or  an  update  to  20-7-323,  M.C.A.,  defining  expenditures  is 
necessary  and  appropriate.   Relief  will  be  sought  to  reflect 
GAAP  categories. 

Recommendation  #13 

The  Office  of  Public  Instruction  concurs. 

Recommendation  #14 

The  Office  of  Public  Instruction  will  take  the  recommendation 
under  advisement. 
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Recommendation  #15 

The  Office  of  Public  Instruction  concurs. 

Recommendation  #16 

The  Office  of  Public  Instruction  concurs. 

Recommendation  #17 

The  Office  of  Public  Instruction  concurs. 

Recommendation  #18 

The  Office  of  Public  Instruction  concurs  with  the  recommendation 
and  is  presently  seeking  to  relieve  the  problem  through  appro- 
priate policy  development. 

Recommendation  #19 

The  recommendation  affords  two  options,  the  latter  of  which  the 
Office  of  Public  Instruction  agrees  to.   The  exemption  of  certain 

items  and  limits  on  expenditure  will  be  addressed  through  legis- 
lative action. 

Recommendation  #20 

The  Office  of  Public  Instruction  concurs. 

The  Office  of  Public  Instruction  is  in  agreement  in  general  with  the 
recommendations  of  the  audit.   The  items  of  difference  will  be  addressed 
with  the  legislature  or  appropriate  state  agency  to  insure  the  effective 
and  economical  operation  of  the  Missoula  and  all  other  Centers. 

We  wish  to  express  our  appreciation  for  the  professional  and  thorough 
manner  in  which  the  audits  at  Missoula  were  conducted. 

Sincerely, 

Ed  Arganbright 
State  Superintendent 
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